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JOINT NOTICE OF MERGER

Qwest  Corporat ion ("QC") and Qwest  LD Corp. ("QLDC") hereby submit  this

Joint Notice of Merger, Application for Cancellation of Certificate of Convenience and

Necessit y and fo r  Waiver  fro m t he  requirement s  o f A.A.C.  R14-2-1901 e t .  seq .

("Application"). With this Application, QC and QLDC seek an Order from the Arizona

Corporation Commission ("Commission") approving the merger pursuant to A.R.S. § 40-

285(D) , canceling QLDC's certificate of convenience and necessity ("CC&N") approved

in Decisio n No .  66613 (December  9 ,  2003) ,  and grant ing a  waiver  fro m cer t a in

authorization and notice provisions ofA.A.C. R14-2-1901 et. seq.

I. THE PARTIES
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QC provides local exchange telephone services in many parts of Arizona, and is the

incumbent  local exchange carrier under the federal Communicat ions Act  of 1934, as

amended by the Telecommunications Act of 1996. QC is an indirect subsidiary of Qwest

Communications International, Inc. ("QCII"), a publicly traded corporation, which is a
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public utility holding company unde r the  meaning of the  Commiss ion's  a ffilia ted inte re s t

rule s .

QLDC wa s  cre a te d a s  a  QC a ffilia te  in orde r to s a tis fy the  le ga l re quire me nts  of

se ctions  271 a nd 272 of the  fe de ra l Te le communica tions  Act of 1996. QLDC se rve s  its

cus tome rs  by re se lling s e rvice s  it purcha se s  from Qwe s t Communica tions  Corpora tion

("QCC"), a nothe r Qwe s t a ffilia te  a nd ce rtifica te d inte re xcha nge  ca rrie r. QLDC's

cus tomer base  is  "mass  marke t" -- consumer res identia l and small bus iness . QLDC does

not s e ll a ny loca l s e rvice s . QLDC provide s  s e rvice s  only in the  s e rvice  te rritory whe re

QC provides local exchange services as  an incumbent in fourteen western s ta tes , including

Arizona . As  o f Au g u s t 3 1 ,  2 0 0 7 ,  Q LDC  p ro vid e d  in te re xc h a n g e  s e rvic e s  to

a pproxima te ly 770,000 cus tome rs  in Arizona . The  Commis s ion a pprove d the  long

dis tance  rese lle r CC&N for QLDC in Decis ion No. 66613 (December 9, 2003).

Both QC and QLDC a re  a ffilia te s  within the  ove ra ll Qwes t corpora te  s tructure . At

th e  to p  o f Q we s t's  c o rp o ra te  s tru c tu re  is  th e  p a re n t h o ld in g  c o mp a n y,  Q we s t

Communica tions  Inte rna tiona l Inc., or "QCII" Dire ctly be low QCII is  Qwe s t S e rvice s

Corpora tion, or "QSC". QSC is  a lso the  sole  sha reholde r of QC, QLDC, and othe r Qwes t

entitie s .

11. THE TR ANS AC TIO N

The  consolida tion of QLDC into QC will be  accomplished by a  merge r with QC as

the  surviving entity, and the  outs tanding QLDC s tock be ing cance lled.
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111. S TANDARD OF  REVIEW

The  s ta tutory re quire me nt for a pprova l by the  Commis s ion of the  tra ns a ction is

Be ca us e  QLDC a nd QC a re  both public s e rvice  corpora tions

a uthorize  the  me rge r. The  la w s ta te s  tha t "A public  s e rvice  corpora tion  s ha ll not

purcha se , a cquire , ta ke  or hold a ny pa rt of the  ca pita l s tock of a ny othe r public s e rvice

corpora tion orga nize d or e xis ting unde r the  la ws  of this  s ta te  without a  pe rmit from the

commiss ion."
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As  a  Cla s s  "A" inve s tor-owne d utility s ubje ct to  Commis s ion juris diction, the

merger cons titutes  a  reorganiza tion under the  Colnmiss ion's  a ffilia ted inte res t rule  A.A.C.

R14-2-803. Howe ve r, QC a nd its  a ffilia te s  ha ve  be e n gra nte d a  limite d wa ive r from the

re quire me nts  of A.A.C. R14-2-803, a nd mus t file  a  notice  of inte nt to  re orga nize  in

ins tances  where  the  reorganiza tion is  like ly to: (1) result in increased capita l cos ts  to QC,

(2) re s ult in  a dditiona l cos ts  a lloca te d to  the  Arizona  juris diction, or (3) re s ult in  a

reduction of QC's  ne t ope ra ting income . Decis ion No. 64654 (March 25, 2002). None  of

these  factors  is  like ly to result from the  merger.

will se rve  the  public inte res t.

Iv. THE MERGER IS IN THE PUBLIC INTEREST

QC's  acquis ition of QLDC will se rve  the  public inte res t, and the  transaction should

be  approved accordingly. The  me rge r will not impa ir QC's  fina ncia l s ta tus , othe rwis e

prevent it from a ttra cting capita l on fa ir and rea sonable  te rms , nor impa ir QC's  ability to

provide  s a fe , re a s ona ble  a nd a de qua te  s e rvice  to e xis ting cus tome rs . The  following

information is  provided in support of the  merger.

1. Benefit to Customers.
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Combining QLDC a nd QC should be  invis ible  to cus tome rs  a nd not re sult in a ny

imme dia te  ma te ria l impa ct. QLDC cus tome rs  will s e e  no cha nge s  in the ir offe rings  or

ra te s , a nd the y will continue  to re ce ive  s e rvice s  unde r the  "Qwe s t" bra nd. Curre ntly,

QLDC cus tome rs  s e e  the  cha rge s  for QLDC s e rvice s  a s  cha rge s  for "Qwe s t Long

Dis tance" on the ir bills . The  merge r will not change  these  bill descriptions . Moreove r, a ll

se rvices  and ra te s  tha t a re  ava ilable  to cus tomers  of QLDC and QC sha ll continue  to be

a va ila ble  pos t-me rge r! The  QLDC ta riffs , in the ir e ntire ty, will be  a dde d a s  QC ta riff

filings  once  the  merger is  fina lized.

1 Any subsequent post merger tariff changes affecting these services would be subject to and filed in accordance
with Commission rules.
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From a  pra ctica l pe rs pe ctive , a ll cus tome rs  will s e e  little  if a ny imme dia te

diffe re nce  in s e rvice  othe r tha n the  s implifica tion of de a ling with one  corpora te  e ntity.

QC currently performs billing functions  for a ll QLDC customers  such tha t QLDC charges

a re  pre s e ntly re fle cte d in QC bills . This  will not cha nge . In the  future , the  me rge r will

a llow QC to package  loca l and long dis tance  se rvice  in a  s imila r fashion to tha t which is

curre ntly be ing done  by Cox a nd othe r QC compe titors . This  cons olida tion a ls o will

s implify the  lega l re la tionships  because  cus tomers  will be  subscribing from a  s ingle  lega l

entity where before there were two.

2. Benefits to the Companies.

The merger of QC and QLDC is  driven by the  sunset of Qwest's  obligations  under

S e ction 272 of the  Te le communica tions  Act. S e ction 272 re quire d tha t a  s e pa ra te

corpora te  a ffilia te  be  mainta ined to provide  inte rLATA services  a fte r Qwest obta ined the

authority unde r S ection 271 to provide  inte rLATA se rvice s . With the  recent sunse t of

seve ra l of QC's  obliga tions  unde r S ection 272, the  applicants  des ire  to move  the  long

dis tance  a ffilia te  QLDC into QC, thereby s implifying and unifying loca l and long dis tance

voice services for mass market customers into a single provider.

The  e limina tion of an a ffilia te  will reduce  adminis tra tive  burden, record-keeping,

and the number of affilia te  transactions.
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The  Me rge r Will Ha ve  No Impa ct on the  Me thod of F ina ncing or the  Ca pita l
S tructure  oft re  Holding Compa ny QCII

The  merger will have  no impact on the  method of financing or the  capita l s tructure

of the  holding company QCII.

4. The  Merger Will Have  A Pos itive  Equity Impact on OC 's  Capita l S tructure .

QC es tima tes  tha t the  equity component of QC's  capita l s tructure  will increase  by

a pproxima te ly $50M on tota l corpora te  ba s is  a s  a  re s ult of the  QLDC-QC me rge r. The

debt component of QC's  capita l s tructure  is  unchanged by this  transaction.
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The Merger Will Not Alte r the  Method QfAlloea ting Income  Taxes .

The  method of a lloca ting federa l and s ta te  income taxes  to the  subs idia ries  of QCII

will remain the  same.

6. The  Merge r Will Not Change  OC 's  Cos t ofSe rviee  and Cos t 0fCapita l.

QC doe s  not a nticipa te  tha t the re  will be  a  cha nge  to its  cos t of ca pita l or a n

incre a s e  in its  cos t of s e rvice  a ttributa ble  to the  me rge r. The  pos t-me rge r compa ny

anticipa tes  tha t it will be  able  to continue  to a ttract capita l on te rms no less  favorable  than

prior to  the  me rge r, a nd tha t a de qua te  ca pita l will be  a va ila ble  for cons truction of

necessa ry new utility plant and for improvements  in exis ting utility plant a t no grea te r cos t

than today. QC and its  a ffilia te s  will continue  to make  inves tments  in the  ordina ry course

of the ir bus inesses . These  inves tments  will not increase  the  risks  of inves tment in QC or

its  cos t of capita l.

7. The  Me rge r Is  Not Pa rt of Arv Dive rs ifica tion P la n.

QC a nd its  a ffilia te s  ha ve  no curre nt pla ns  to dive rs ify be yond the  fie lds  in which

they are currently engaged.

8. The Merger Does Nor Depend Upon Approval By Any Other Government

Agencies.

Neither Applicant contempla tes  the  need for any approva ls  from the  Securities  and

Excha nge  Commis s ion, or a ny othe r fe de ra l or s ta te  a ge ncie s  in conne ction with this

transaction. However, should any such filings  for approva l be  made , copies  of the  filings

will be  provided to the  Commiss ion.

9. The  Merger Will Not Result in a  Reduction In the  Current Number of Emplovees  In

Arizona .

QLDC doe s  not ha ve  a ny e mploye e s  in Arizona . The  me rge r will not a ffe ct the

number of Qwest employees  in Arizona .
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v . CANCELLATION OF  QLDC'S  CC&N IS  IN THE P UBLIC INTERES T

Once QLDC ceases  to exis t as  a  corpora te  entity, there  will no longer be  a  need for

the  CC8LN granted to QLDC in Decis ion No. 66613 (December 9, 2003). Former QLDC
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cus tome rs  will be  migra te d to QC, which is  now a uthorize d to provide  long-dis ta nce

se rvice  directly to them, in a  seamless  trans ition tha t should be  invis ible  to a ll cus tomers ,

subject to any notice  requirements  imposed by the  Commission.

VI. A LIMITED WAIVER FROM THE COMMIS S ION'S  ANTI-S LAMMING
RULES IS IN THE PUBLIC INTEREST
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The  purpos e  a nd s cope  of the  Commis s ion's  a nti-s la mming rule s  is  to prote ct

consume rs  from a n una uthorize d cha nge  in the ir intra LATA or inte rLATA long-dis ta nce

te le communica tions  compa ny. A.A.C. R14-2-1902. In orde r to prote ct cons ume rs  from

te lecommunica tion ca rrie rs  a re  required to go through a  lis t of

ve rifica tion and notifica tion procedures  des igned to ensure  tha t long-dis tance  cus tomers

a re  a wa re , a nd cons e nt to, the  s witch of long-dis ta nce  provide rs . A.A.C. R14-2-1905,

1906 a nd 1908. Qwe s t a s s e rts  tha t a  limite d wa ive r from the  Commis s ion 's  a nti-

s lamming rules  is  warranted specifica lly in connection with the  transaction.

Combining QLDC a nd QC should be  invis ible  to cus tome rs  a nd not re sult in a ny

ma te ria l impa ct in s e rvice . QLDC cus tome rs  will s e e  no cha nge s  in the ir offe rings  or

ra te s , a nd the y will continue  to re ce ive  s e rvice s  unde r the  "Qwe s t" bra nd. Curre ntly,

QLDC cus tome rs  s e e  the  cha rge s  for QLDC s e rvice s  a s  cha rge s  for "Qwe s t Long

Dis tance" on the ir bills . The  merge r will not change  these  bill de scriptions . Moreove r, a ll

se rvices  and ra te s  tha t a re  ava ilable  to cus tomers  of QLDC and QC sha ll continue  to be

a va ila ble  pos t-me rge r. The  QLDC ta riffs , in the ir e ntire ty, would be  a dde d a s  QC ta riff

filings .

From a  practica l pe rspective , cus tomers  will s ee  little  if any diffe rence , othe r than

the  s implifica tion of de a ling with one  corpora te  e ntity. For a ll of QLDC cus tome rs , QC

currently performs billing functions  such tha t QLDC charges  a re  presently re flected in QC

bills . This  will not cha nge . This  consolida tion will a lso s implify consume r re la tionships .

QLDC cus tomers  will no longer have  to dea l with separa te  corpora te  entitie s  for loca l and

long dis ta nce  s e rvice s . If a  consume r buys  "Qwe s t" loca l or long dis ta nce  s e rvice  a fte r

the  merger, only one  entity is  involved.

the  e ffe cts  of "s la mming",
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Requiring QC to obta in individua l authoriza tion and ve rifica tion for each cus tomer

migra ting from QLDC, a s  is  curre ntly re quire d unde r the  Commis s ion's  a nti-s la mming

rules , would be  unduly burdensome, uneconomic and may cause  confusion for customers .

As  noted by the  Federa l Communica tions  Commiss ion in its  Firs t Report and Order in CC

Docke t No. 00-257 a nd Fourth Re port a nd Orde r in CC Docke t No. 94-1292 (Ma y 15,

2001)("Orde r"),  "a  cha nge  in  corpora te  s truc tu re  tha t is  invis ib le  to  the  a ffe c te d

s ubs cribe rs  doe s  not cons titute  a  s a le  or tra ns fe r for purpos e s  of s e ction 258 tha t

implica te s  this  s tre a mline d proce s s . FN - Inde e d, in s uch ca s e s , re quiring notice  of a

change  tha t is  imperceptible  to the  a ffected subscriber might cause  confusion where  there

would otherwise  be  none ." Order a t 1113, FN 24.

QC a s s e rts  tha t the  e ffe c ts  o f the  me rge r will be  impe rce p tib le  to  QLDC's

cus tomers  s ince  the  transfe r involves  wha t can be  te rmed a  'pro-fonna ' transfe r of control

be tween QLDC and QC. The  need to provide  notice  to QLDC's  cus tomers  is  outwe ighed

in  th is  ve ry limite d  ins ta nce  by the  po te n tia l confus ion  ca us e d  by s uch  a  no tice .

More ove r, the  'pro-forma ' na ture  of the  tra ns fe r of cus tome rs  doe s  not implica te  the

pote ntia l for fra ud a nd mis re pre s e nta tion the  Commis s ion's  a nti-s la mming rule s  a re

des igned to prevent. As  such, following the  authoriza tion and ve rifica tion procedure s  in

this  ins ta nce  would be  unduly burde ns ome  a nd time  cons uming, a nd re pre s e nts  a n

economic burden tha t in QC's  de te rmina tion, would not se rve  the  public inte res t.

RELIEF  REQUES TED
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Applicants  re spectfully reques t the  following re lie f:

A. Tha t the  Commiss ion proceed to cons ide r and act upon the  Applica tion a s

timely as  poss ible  without a  hearing,

B. Th a t u p o n  c o mp le tio n  o f re vie w a n d  re c o mme n d a tio n s  ma d e  b y

Commiss ion Sta ff, or if a  hea ring is  required then upon comple tion of such hea ring, tha t

the  Commis s ion  e n te r a n  Orde r a u thoriz ing : (1 ) the  me rge r o f QLDC a nd  QC in

2 2000 Biennial Review -- Review of Policies and Rules Concerning Unauthorized Changes of Consumer Long
Distance Carriers, Implementation of the Subscriber Carrier Selection Changes Provisions of the
Telecommunications Act of 1996.
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in  De cis ion  No . 66613 , a nd  (3 ) a  limite d  wa ive r from the  re qu ire me n ts  o f A.A.C. Rl4 -2 -

1901 e t. s e q., a nd

C . Tha t the  Commis s ion gra nt s uch othe r a nd furthe r re lie f to  the  Applica nts  a s

ma y be  a ppropria te  unde r the  circums ta nce s  he re in

R E S P E C TF ULLY S UBMITTE D th is t4 t ""' da y of S e pte mbe r, 2007.

Q W E S T CO RP O RATIO N

By
Norman Curtright
20 E. Thomas Road, 16th Floor
Phoe nix, AZ 85012
(602)630-2187

V.s..¢.l§\..¢__lB trick Black on behalf 09

-and-

FE NNE MO RE  CRAIG , P .C .

By
Timothy Be  v
Theresa Dwyer
Patrick J . Black
3003 N. Central Ave, Suite  2600
Phoenix, Arizona 85012
(602) 916-5421
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Attorne ys  for Qwe s t Corpora tion

FENNEMORE CRAIG
PROFESSIONAL CORPORATION

PHOENIX

8



Lr

4

ORIGINAL and 15 copies  hand-delivered for
filing this / 7 % day of September, 2007, to:

Docke t Control
ARIZO NA CO RP O RATIO N c o mmls s lo n
1200 West Washington
Phoenix, Arizona 5007

COPY hand-delivered
this [ '144day of September, 2007, to:

Ernest Johnson
Utilitie s  Dire ctor
Arizona  Corpora tion Commission
1200 West Washington
Phoe nix, Arizona  85007

Chris  Kempley
Chie f, Lega l Divis ion
Arizona  Corpora tion Commission
1200 West Washier ton
Phoe nix, Arizona 5007
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